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ABSTRACT 



State and federal governments provided $146 billion for 
public elementary and secondary schools in the 1994-95 school year. In 
response to a Congressional directive to: (1) determine the extent to which 

state and federal funding is targeted to districts on the basis of the number 
of poor students; and (2) the effect of state and federal funding on the 
amount of funds available to high-poverty compared with low-poverty 
districts, the Government Accounting Office researched these issues, the 
results of which are reported in this document. The data used were collected 
from U.S. Department of Education district-level research for school year 
1991-92. The data was supplemented by interviews of state and federal 
education officials to determine how changes in states' school finance 
systems and federal funding programs would affect funding to poor students. 

It was found that school finance systems in over 90 percent of the states had 
the effect of targeting more state funds to districts with large numbers of 
poor students in school year 1991-92 regardless of whether the system 
explicitly intended to do so. Although targeting funds helped close funding 
gaps, the percentage of total funding from state and federal sources was more 
important in reducing any gaps. Profiles on a state-by- state basis are 
offered. (RJM) 
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January 28, 1998 

The Honorable Jeff Bingaman 
The Honorable Christopher Dodd 
The Honorable Carol Moseley-Braun 
United States Senate 

State and federal governments provided $146 billion for public elementary 
and secondary schools in school year 1994-95. 1 Some of this revenue 
targeted poor students. Research has shown that these students generally 
begin school less prepared than their grade-level peers and need additional 
educational resources to succeed academically. Using a variety of 
approaches, states have targeted additional funding to the growing 
number of poor students 2 despite the many other student needs to 
consider, such as those for students with disabilities. Although providing a 
much smaller share of public school funding than states, the federal 
government has also targeted its financial aid (in fact, most of it) to 
disadvantaged and poor students through title I, child nutrition, and other 
programs. 3 

Despite this common commitment, little is known about the extent to 
which states target their funds to districts with poor students, state 
targeting efforts compared with federal targeting efforts, and the effects of 
these efforts. Many policymakers have debated whether title I funds could 
be better targeted to high-poverty districts and schools. 4 Some have also 
urged consolidating some federal education funding into grants that give 
states more discretion in using these funds. 



‘“National Public Education Financial Survey," Common Core of Data, U.S. Department of Education, 
National Center for Education Statistics (Washington, D.C.: 1996). 

2 On the basis of census estimates, about one child in Five in 1994 lived in a family with an income 
below the federal poverty level, and the number of such children grew by about 15 percent during the 
First half of this decade. See also School Age Demographics: Recent Trends Pose New Educational 
Challenges (GAO/HRD-93-105BR, Aug. 5, 1993). 

^‘The Elementary and Secondary Education Act provides targeted programs to improve educational 
opportunities for students such as those who are poor or who have limited-English proFiciency. Title I 
of this act, the largest federal education program for elementary and secondary school children, is for 
those whose education attainment is below the level appropriate for their age. It serves over 6 million 
children through supplemental instruction in reading, math, or language arts. The child nutrition 
programs are administered by the Department of Agriculture (USDA) and provide funding for free and 
reduced-price meals. 

4 A recent report on chapter 1 (now known as title I) noted that the program’s funding goes to 
93 percent of all school districts and that spreading these funds so widely diffuses the program’s 
potential impact and limits its capacity to provide resources to the neediest schools. See Targeting, 
Formula, and Resource Allocation Issues: Focusing Federal Funds Where the Needs Are Greatest , U.S. 
Department of Education (Washington, D.C.: 1993), p. ix. 
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In an earlier report, we examined state school finance policies for funding 
low-wealth school districts and the wealth-related funding gaps among 
districts. 5 This report focuses on targeting to poor students and the 
funding gaps between districts with high and low proportions of poor 
students. Specifically, you asked us to determine (1) the extent to which 
state and federal funding is targeted to districts on the basis of the number 
of poor students and (2) the effect of state and federal funding on the 
amount of funds available to high-poverty compared with low-poverty 
districts. 

To answer these questions, we relied mainly on Department of Education 
district-level data for school year 1991-92, the most recent available, to 
analyze each state except Hawaii, Vermont, and Wyoming. 6 We 
supplemented this information by interviewing state and federal education 
officials to determine how changes in the states’ school finance systems 
and federal funding programs since the 1991-92 school year would affect 
funding to poor students. To measure the state and federal targeting 
efforts, 7 we developed a way to estimate the additional funds allocated to 
districts on the basis of the number of poor students. 8 To measure the 
effect of state and federal funding on the amount of funds available to 
high-poverty compared with low-poverty districts, we measured the 
relative change in district funding as districts’ poverty rates increased. 



5 School Finance: State Efforts to Reduce Funding Gaps Between Poor and Wealthy Districts 
(GAO/HEHS-97-31, Feb. 5, 1997). In this report, we found that wealthy districts on average had about 
24 percent more state and local funding per weighted pupil than poor districts. 

G We did not analyze targeting in Hawaii because the entire state is one district. Nor did we analyze 
targeting in Vermont because approximately 55 percent of the federal funding was channeled through 
administrative districts excluded from our analysis. We excluded Wyoming because we could not 
adequately model its school finance system. This left 47 states in our study. See app. I for more 
information on the scope of our study. 

targeting in our model of state school finance systems describes state funding as if one portion had 
been allocated on the basis of a district’s total number of students and a second portion on the basis of 
a district’s number of poor students. The targeting measure is a ratio of these two portions. 
Specifically, for a dollar of state funding allocated to a district for each student, the targeted amount is 
the additional funding allocated for each poor student The targeting of federal funds is measured the 
same way. 

8 This targeting measure includes the effect of funds allocated specifically for poor students as well as 
for other student groups that may include poor students. This measure statistically controls for the 
effect of additional funds that states may have allocated to districts to compensate for localities’ 
limited ability to raise revenues. 
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